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NTELOS Inc. hereby submits these comments in support of the Petition for Rulemaking

filed in this docket on July 16, 2008 by the Rural Telecommunications Group, Inc.

IntrOduction

The last few years have seen significant a consolidation of the wireless industry and the

simultaneous rise of Commission policies that favor large carriers over mid-tier carriers, rural

carriers, and new entrants. The consolidation has lessened competition so that consumers have

fewer choices and smaller carriers are finding it harder and harder to be successful. The

spectrum situation described in the petition filed by the Rural Telecommunications Group (RTG)

is just one ofthe challenges facing smaller members of the wireless industry as they attempt to

compete with the national carriers. Another association representing the interests of smaller

carriers, the Rural Cellular Association, filed a petition this summer that describes the constant

struggle of smaller carriers to obtain handsets that can compete with those offered on an

exclusive basis by the national carriers. In the recent proceeding on Verizon's acquisition of

ALLTEL, NTELOS and others demonstrated that rural and regional carriers are increasingly
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being denied reasonable roaming arrangements by the national carriers, who now have the

power to dictate terms or to deny roaming.

As RTG points out, over a dozen major mergers or acquisitions have taken place since

2001. But for the reasons stated in our filings in that proceeding, NTELOS believes that the

purchase of ALLTEL by Verizon represented a "tipping point" in the industry, at least for

CDMA carriers. In our view, the extremely negative implications of the spectrum concentration

that the Commission approved in the ALLTELNerizon transaction are not fully appreciated by

the FCC and other policy makers. RTG most likely filed its petition when it did in order to

highlight the serious disadvantage suffered by smaller carriers because of spectrum constraints

and so that the ALLTEL acquisition would be analyzed using RTG's proposed framework.

Consideration of a spectrum cap after the VerizonlALLTEL transaction has closed is

very much like shutting the bam door after the horse is out and in the pasture. Still, NTELOS

believes that the FCC should conduct the proceeding requested by RTG. At a minimum,

NTELOS urges the FCC to adopt rules prohibiting one entity from holding both cellular licenses

in a given market.

In addition to spectrum concentration, the Commission should bring a renewed focus to

all the challenges created by consolidation and the rise of the dominant national carriers. The

Commission's role in a consolidating industry must be to assure that the inputs necessary for

competition remain available to all carriers. At a minimum, the Commission must assure that all

carriers - rural, regional, mid-tier - as well as new entrants have reasonable access to spectrum,

the ability to purchase a range of handsets that meet the needs of consumers, and the ability to

offer their customers roaming services on just and reasonable rates.
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NTELOS offers a Competitive Alternative to the National Carriers

NTELOS holds PCS licenses to operate in twenty-nine basic trading areas with a total

licensed population of approximately 8.8 million. NTELOS has built out its network in twenty of

those basic trading areas and covers 5.2 million POPs and now serves over 425,000 retail

wireless subscribers representing nearly 8% penetration ofNTELOS' total covered population.

NTELOS began acquiring PCS spectrum in western Virginia and West Virginia in the

early 1990s and began operations in Virginia in late 1997, in West Virginia in late 1998, and in

eastern Virginia (Richmond, Hampton Roads, Norfolk, Virginia Beach) in 2000. It is significant

to note that much ofNTELOS' PCS Spectrum was acquired after the first auction in partitions

from Primeco (in western Virginia) and from GTE (in West Virginia). Indeed, NTELOS

obtained two of the first three partitions ofPCS spectrum licenses approved by the Commission.

The larger carriers sold their entire PCS spectrum holdings in these markets to NTELOS. It was

clear at the time that these carriers were focused on the urban areas and were not interested in

building out the more rural geography. NTELOS, on the other hand, has been steadily building

out mountainous and relatively sparsely populated communities for many years.

Although NTELOS has been a PCS provider for over a decade, it continues to make

significant investments in the wireless network. In 2005-2007, NTELOS added 186 new

wireless cell sites to increase its total cell sites to 1,023. In 2008, NTELOS has committed to its

most aggressive expansion ever, increasing its number of cell sites by 16% and upgrading 70%

of its network to EVDO wireless broadband. At the end of 2008, NTELOS will have 84

company-owned retail stores in keeping with its long-standing commitment to be a part of the

local communities that it serves.
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In August of 2007, NTELOS announced that it will upgrade virtually its entire network

for mobile broadband services using EVOO Rev. A. EVOO data services are at speeds 10 times

faster than those available on NTELOS' Ix data network - the wireless equivalent of moving

from dial-up to OSL.

In order to accomplish the EVOO upgrade, NTELOS has replaced the wireless switches

in its western Virginia and West Virginia networks, upgraded the existing switches in eastern

Virginia and is changing out equipment at over 1,000 cell sites. It is the largest capital project in

the company's history. This year, NTELOS will complete the EVOO deployment in western

Virginia and West Virginia and begin the effort in eastern Virginia. By the end of2008,

NTELOS will have upgraded approximately 70% of its network to EVOO and will complete the

entire project in 2009.

NTELOS offers a wide array of voice and data plans to meet the varying needs of

postpay and prepay customers. Plans that offer unlimited calling on the NTELOS network are

available to any customer. NTELOS also offers national plans to all of its customers, featuring

nationwide long distance and no roaming via buckets of daytime, mobile-to-mobile, and night

and weekend minutes. NTELOS customers can choose from a variety of added-value features

like integrated voicemail and data services such as location based services, text and picture

messaging, games, ring-tones, ring-back tones, news, entertainment and hundreds of BREW

applications.

In April 2008, the Company officially launched mobile broadband services to its

customers in the Huntington!Ashland and Charleston markets in West Virginia and has since

deployed mobile broadband (EVOO) in Morgantown, Fairmont and Clarksburg, West Virginia

as well as in the Roanoke, Charlottesville, Staunton and Waynesboro, Virginia markets.
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Access to Sufficient Spectrum on Reasonable Terms is Vital to Smaller Carriers

In the Wireless Competition Twelfth Report, the Commission noted the key role of the

mid-tier regional and rural carriers in the marketplace.1 But in recent spectrum auctions, these

carriers have effectively been squeezed out ofthe opportunity to obtain the additional spectrum

they vitally need in order to grow their business and remain viable competitors. In Auction 73,

for exampler, AT&T and Verizon ended up with about $16 billion of the nearly $19 billion of

spectrum purchased.

Mid-tier regional and rural carriers cannot remain vigorous competitors if their ability to

grow and develop is choked offby a lack of access to spectrum. NTELOS' average spectrum

holdings are only 23 MHz and, in the eastern Virginia markets (the most competitive and

populated served by NTELOS), we have only 20 MHz of spectrum. In recent auctions,

NTELOS was quickly priced out of the eastern Virginia markets by the large carriers. In

contrast, Verizon will have over 90 MHz of spectrum in the eastern Virginia markets, including

the A and B Block cellular licenses (a result ofthe ALLTEL purchase) as well as 700 MHz

licenses.

In this proceeding, the FCC should adopt rules prohibiting one entity from holding both

cellular licenses. The 800 MHz licenses, along with the recently auctioned 700 MHz licenses,

are the optimum spectrum ranges for delivering mobile wireless services. The national carriers,

and especially Verizon and AT&T, have the lion's share of this "beachfront property" spectrum,

leaving regional and smaller carriers like NTELOS to compete using PCS and AWS band

1 Wireless Competition Twelflh Report at para. 18-19.
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spectrum. The PCS bands have inferior propagation characteristics in comparison to cellular and

700 and so require significantly more cell sites to achieve the same coverage and quality.

NTELOS has faced this challenge as it works to build out the mountainous regions of Virginia

and West Virginia. In-building penetration is more challenging in the PCS spectrum ranges,

which is a critical factor as more and more customers "cut the cord" and so rely on their mobile

phone service in their homes and offices.

The disparity in spectrum holdings between the smaller carriers and the national carriers

is a growing strategic disadvantage for NTELOS and similar carriers. Wireless vendors develop

applications, features, and services based primarily on the anticipated demand from the large

carriers. Verizon, the national CDMA carrier, has over 85 MHz of spectrum in almost all

metropolitan areas in the United States, contrasting with NTELOS' average of23 MHz. To the

extent that the carriers driving the development of new capabilities are not spectrum constrained,

developers are free to create new services without regard to the amount of spectrum needed to

deploy those services. Thus small carriers without access to additional spectrum become more

vulnerable over time.

Conclusion

The issues raised by the RTG Petition are of great importance to the continued

competitiveness and evolution of the wireless industry in this country. While NTELOS is unsure

whether the precise spectrum cap proposed by RTG is the answer given the mergers that the FCC

has already approved, NTELOS urges the FCC to institute a proceeding to investigate the

challenges faced by the non-national wireless carriers resulting from spectrum constraints.
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The concentration of so much of the available spectrum into the hands of a very few national

carriers is definitely an issue of deep concern to NTELOS. At a minimum, NTELOS urges the

FCC to prohibit one entity from holding both cellular licenses in a given market.

Respectfully submitted,

By.~21l~d_ cDe t
Senior Vice President-Legal and Regulatory Affairs
NTELOS
401 Spring Lane, Suite 300
Waynesboro, VA 22980
(540) 946-8677
mcdermottm@ntelos.com

December 2, 2008
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